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AGENCY: UW SYSTEM
Staff Recommendations:
Paper 900: Part A -- Alternative 4 (B)

Comments: Staff was divided on this issue. Senator Decker and Chvala support 4(D) because it saves more
GPR. Sen. Shibiliski likes 4(B) p

UW's preferred option is 1, then 4B.

Part B -- Alternative 1

Comments: This is the sunset. Ask LFB if you need to do B1 if part A 4 (D) is passed?
Part C -- Alternative g /

Comments: UW wants 1, but we think 2 is better.
Part D -- Alternative 1
Comments: This seems fine. Additional PR if enrollment goes up.
Paper 901: Part A -- Alternative 3

Comments: UW wants 2, but Alternative 3 is their fallback option. All Dem staff wants Alternative 4 except
Sen. Decker. He agrees with Alt. 3.

Part B -~ Alternative 3

Comments: Ask LFB who has oversight of executive salaries under Alt. 2, if Alt 2 gives more authority to JFC
or JCOER then it would be the better choice. UW wants Alt 3, which gives the Board of Regents the oversight.

Paper 902: Alternative 3 (no action needed)

Comments: This is what UW wants and continuing practice of different levels of tuition seems fine. However,
Senators Decker and Jauch think Alt. 2(a) is better. This specifies that the tuition rate cannot exceed the rate of
the lowest cost undergrad program by more than 5%.

Paper 903: Part A -- Alternative 1 (no action needed)
Comments: This is what UW wants. LFB thinks it’s reasonable - see paragraph 6.

Part B -- Alternative 2 & 3 together

Comments: Give them everything for BadgerNet i.e. 2 & 3 together, but then under Part C below, delete the
Governor’s recommendation, because TEACH $ is available. e

Part C -- Alternative g %




Comments: See comments above. Also, Sen. Jauch likes Alt. 1. Julie can explain.
Part D -- Alternative 2

Comments: Gives them the $, but have to come back under 13.10 to get it.

Paper 904: Part A -- Alternative A (2) (a) (¢)

Comments: Gov’s recommendgtion OK with more oversight, i.e. our recommendations., However, Dem staff
reached a consensus at’Alt A4. They don’t like the idea transferring funds between auxiliary enterprises.

Part B - Alternative2 @) (b)  ,

— % ,«f"
Comments: This Alt. is better than Gov's plan, see paragraph 20.

Paper 905: Part A -- Alternative3 - >°""

Comments: UW wants Alt 4, but Alt 3 spreads the cut around more & doesn't hurt the Extension as much.
Ask LFB if this impacts School for Workers. Or if we need to do anything to hold them harmless.

Part B -- Alternative 1

Comments: Alt. 1 provides more oversight, but Alt. 2 would be ok. However, Alt. 1 may be a good way to
protect School for Workers.
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Also, Decker will have a motion here to restore funding for school for workers. /

Paper 906: Alternative 2

Comments: UW wants Alt. 1, we think LFB makes a good case for Alt. 2 in paragraph 6, but we have no
strong feelings.

Paper 907: Alternative 1
Comments: Better to ask Herb for §$.

Paper 908: Approve Modification to Bill

Paper 909: Approve Modifications to Bill, parts A, B, & C

Note: Possible Jensen motion on TIAA-CREFF Faculty Retirement Option. This is
Assembly Bill 331. You cannot consider it under the “rules.”
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For Items which LFB didn't prepare papers, no action is needed
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To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

Authorize Additional Expenditure Authority From Tuition and Fees Appropriation
(UW System)

[LFB Summary: Page 622, #5; Page 623, #7 and #8; Page 624, #9; and Page 625, #10]

CURRENT LAW

The Legislature establishes the appropriation level for tuition and fees, which represents
the maximum amount of tuition and fee revenue that can be expended by the UW System each
year. The appropriation amount from tuition and fees consists of the amount appropriated by the
Legislature plus the amount by which estimated expenditures exceeded actual spending in the
prior year. While there is no limit on the amount of tuition revenues which can be generated, as
with other state agencies, expenditures in excess of the appropriation amount require approval
by the Legislature or the Joint Committee on Finance (JFC) acting under s. 16.515 of the statutes.
The Board of Regents has the authority to set tuition rates, which can vary by campus as well
as by level of student (graduate and undergraduate) and type of student (resident and

nonresident).

The Board of Regents may authorize salary increases which are not included in the state’s
compensation plan for faculty, academic staff and administrative staff if such an increase is
provided to correct a salary inequity or to recognize competitive factors. Such an increase must
be paid from the appropriation or appropriations from which the position of the employe

receiving the increase is funded.

The Board is required to submit a report to JFC, DOA and the Department of
Employment Relations (DER), annually by October 1, concerning the amounts of any salary
increases granted for executive level staff or faculty and academic staff to recognize competitive
factors and the institutions at which they were granted during the prior fiscal year.
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GOVERNOR

A. Authorize Additional Spending From Tuition and Fees Appropriation (105%
Provision) '

Authorize the UW System to expend more than the amount appropriated by the
Legislature from tuition and special fee revenues, provided that the additional revenues are
available. The additional expenditure authority that would be provided under the bill would
include:

a. For the first year of a biennium, an amount equal to 5% of the appropriated
amount for the first year.

b. For the second year of a biennium, an amount equal to 5% of the appropriated
amount for the second year plus 5% of the sum of: (a) the appropriated amount for the second
year; and (b) the additional 5% amount calculated for the prior year.

B. Salary Increases from Tuition

Provide that if the Board authorizes an increase in the salary of certain staff members to
correct a salary inequity or to recognize competitive factors, and the cost of such an increase
would otherwise be at least partially chargeable to one of the University’s GPR appropriations,
the cost of the increase may be charged to the University’s appropriation for tuition revenues.
This provision would apply to executive positions including the President of the UW System,
vice presidents, chancellors of all UW System institutions, the vice chancellor serving as deputy
at each UW campus and the UW Center System and UW-Extension. The provision would also
apply to all faculty and academic staff, including deans, research assistants, librarians, other
teachers and other UW system administrative positions such as associate and assistant vice
presidents, associate and assistant chancellors and certain administrative directors and associate

directors.

In addition, require that the Board’s annual report to JFC, DOA and DER concerning
salary increases granted to recognize competitive factors during the prior fiscal year be expanded
to include any salary increases granted to correct a salary inequity.

C. Additional $24 Million of Tuition Revenue Expenditure Authority

Provide $8,000,000 PR in 1997-98 and $16,000,000 PR in 1998-99 to increase
expenditure authority from tuition and special fee revenues.
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DISCUSSION POINTS
Background -- Tuition and Fee Revenues

1. The amount appropriated for tuition and fee revenues is determined by the
Governor and Legislature in the biennial budget process and has traditionally been based on
specific funding items in the University’s budget. UW System requests for new funding typically
reflect a sharing of costs between student fees and GPR. While the GPR/Fee ratio is not
statutory, it has been the policy of the Board of Regents to request a ratio of 65% GPR/35% PR-
tuition and fees. These funding requests are evaluated by the Governor and Legislature for
inclusion in the state budget and, based on the amount appropriated, the University calculates a
systemwide tuition revenue target and the Board of Regents uses this target to set tuition rates.

2. Under current law, if the Board of Regents wishes to expend tuition and fee
revenues in excess of the amount appropriated, the Board may submit a request for additional
expenditure authority, provided that the revenues are available, for approval by JFC under s.
16.515 of the statutes.

3. In evaluating tuition at UW System institutions, comparisons are often made with
tuition charged at peer institutions. The Big Ten public universities are generally cited as peers
of UW-Madison while the peer group for Milwaukee consists of other urban campuses across the
nation. The peer group for the comprehensive campuses includes similar public universities in
the midwest. To ensure comparability of data, segregated fees which are charged to all students
and determined by the individual campuses, are included. The following table compares tuition
and fees at Madison and Milwaukee and the average tuition and fees at the comprehensive
institutions to the average and mid-point tuition and fees charged by these institutions’ peers in
1996-97.
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1996-97 UW Tuition and Fees
Compared to Peer Group Averages and Mid-Points

Resident Nonresident
Undergraduate Graduate  Undergraduate Graduate

UW-Madison $3,030 $4,373 $10,148 $13,294
Big Ten Average (Excluding WI) 4,073 5,084 11,758 11,971

Big Ten Mid-Point (Excluding WI) 3,969 4,767 11,022 10,699
Distance to Mid-Point -939 -394 -874 2,595
Rank (of 9) 8 6 8 2
UW-Milwaukee 3,100 4,438 9,963 13,321

Peer Group Average (Excluding WI) 3,682 4,470 8,793 9,002
Peer Group Mid-Point (Excluding WI) 3,679 4,820 8,907 9,073
Distance to Mid-Point - -579 -382 1,057 4,248
Rank (of 15) 11 9 4 1

UW Comprehensive Campus Average 2,499 3,256 7,963 9,903
Peer Group Average (Excluding WI) 3,079 3,461 7,354 7,368
Peer Group Mid-Point (Excluding WI) 2,953 3,264 7,006 6,955
Distance to Mid-Point -454 -8 958 2,949
Rank (of 35) 31 19 9 4

As shown in the table, UW tuition i$ consistently lower than the peer group averages and
mid-points for resident students and with the exception of Madison graduate students, UW
nonresident tuition is higher than the peer group averages and mid-points. Tuition for resident
students currently supports between 28.6% and 40.9% of instructional costs while the percentage
of costs paid by nonresidents varies from 45.4% to 130.3%.

Background -- Faculty and Academic Staff Salaries

4. Salaries for UW faculty and staff are determined by the same pay plan process
used for other nonrepresented employes except that the Board of Regents is required to submit
a pay plan request for unclassified employes to the Secretary of DER. The DER Secretary then
submits a separate recommendation for UW unclassified staff pay plan increases to the Joint
Committee on Employment Relations (JCOER) which can approve, modify or reject the DER
recommendation. The Board has the authority to provide salary increases beyond those included
in the compensation plan if the increases are awarded to correct a salary inequity or to recognize
competitive factors. Such an increase, however, must be paid from the appropriation(s) which
fund the position. SB 77 would allow such increases to be funded entirely with tuition revenues.

5. The UW often cites the need for salary increases for its faculty by comparing UW
salaries to those of institutions in other states. The peer groups of institutions were developed in
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1983 by DOA for use by the Governor’s Faculty Compensation Study Committee and were
selected on the basis of statistical similarity of a variety of factors such as enrollment and the
proportion of faculty who are full professors. A different peer group is used for Madison,
Milwaukee and the comprehensive institutions; no peer group was developed for the Center
campuses. Peer comparisons led to special "catch-up” pay increases, in addition to regular pay
plan increases, in the 1985-87 and 1989-91 biennia. Recently, concerns have been raised that
UW salaries are no longer competitive with those offered at peer institutions.

6. The following table compares UW faculty salaries, for each faculty rank and for
all ranks averaged, to the mid-point salaries of the peer groups for 1995-96, the most recent year
for which data is available. The UW institution’s or cluster’s rank within the group is also shown.
At Madison and Milwaukee, average salaries of full professors are approximately 7% below the
peer mid-point while salaries of associate and assistant professors are above the mid-points. At
the comprehensive campuses, average salaries for each faculty rank are between 3.5% and 5%

below the mid-points.

1995-96 UW Faculty Salaries Compared to
Peer Group Averages and Mid-Points

Full Associate Assistant
Professor Professor Professor  All Ranks
UW-Madison $70,400 $52,500 $46,400 $61,300
Peer Group Average (Excluding WI) 76,700 53,500 46,000 62,200
Peer Group Mid-Point (Excluding WI) 75,700 52,300 44,900 60,300
Distance to Mid-Point -5,300 200 1,500 1,000
Rank (of 12) 10 6 5 - 6
UW-Milwaukee 63,900 50,900 44,000 53,300
Peer Group Average (Excluding WI) - 70,400 51,400 43,000 56,000
Peer Group Mid-Point (Excluding WI) 68,600 50,100 42,800 55,600
Distance to Mid-Point -4,700 800 1,200 -2,300
Rank (of 15) 11 7 6 9
UW Comprehensive Campus Average 54,200 44,200 38,100 45,700
Peer Group Average (Excluding WI) 57,700 46,500 39,200 46,900
Peer Group Mid-Point (Excluding WI) 56,900 46,600 39,500 47,000
Distance to Mid-Point -2,700 -2,400 -1,400 -1,300
Rank (of 33) 22 25 20 20
7. The range of salaries paid at the 11 comprehensive institutions, within each rank,

is approximately $4,000 to $6,000. Such variations among UW institutions are greater than the
difference between the UW salaries and the peer mid-points in all cases except for full professors
at Madison and Milwaukee.
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8. While somewhat useful, peer comparisons do not take into account factors such
~ as: nonsalary components of compensation such as fringe benefits; wide variations in salaries of
faculty in different academic disciplines; differences in the cost of living among the areas in
which the peer institutions are located; and differences in promotion practices among institutions.
In addition, campus decisions regarding allocation of salary increases among ranks can affect how

an institution compares to its peers.

Proposal to Allow Expenditure of Tuition Revenues in Excess of Appropriation
Amounts (105% Provision)

9. SB 77 would allow the Board to expend tuition revenues in an amount greater than
that appropriated by the Legislature, without the approval of the Governor, Legislature or JFC.
A similar provision was proposed in the 1985-87 budget bill. Under that provision, the University
would have been permitted to expend up to 102% of the appropriation for tuition and fee
revenues, subject to the approval of the Secretary of Administration. The bill specified that the
University could request such approval only for revenues generated by unanticipated increases
in enrollments. The provision was deleted by the Joint Committee on Finance.

10.  The current proposal was recommended in the May, 1996, final report of the
University’s Study of the UW System in the 21st Century. The report also stated that "the Board
of Regents must be prepared to advocate that the state continue to provide funding to cover
increases in staff costs. Forcing students to pay the costs through increased tuition will damage
Wisconsin’s tradition of affordability."

11.  In her remarks to the Board of Regents in March 1997, President Lyall stated that
this provision is "perhaps the single most important flexibility” for the University. President
Lyall noted that this authority could be used to fund compensation increases for faculty and staff
and/or items which were requested, but not included in the Governor’s budget, such as increased
funding for student advising, library acquisitions and full funding of Badgernet.

12.  Based on the amounts for tuition and fee revenues in the appropriation schedule
under the bill ($400,835,600 in 1997-98 and $410,550,100 in 1998-99), and assuming excess
spending authority would not be carried over from the prior year, the bill would allow the UW
to expend up to $20.0 million in 1997-98 and $42.1 million in 1998-99 in excess of the amounts
appropriated by the Legislature, or an additional 5%, and 10.2%, respectively. The Board could
use the additional tuition revenues for any purpose for which the revenues are currently used.

Impact of the Proposal on Tuition

13.  Full utilization of the additional expenditure authority provided in SB 77 would
have a significant impact on UW tuition increases. Spending items specifically authorized in the
bill would result in average tuition increases of 2.7% in 1997-98 and 1.8% in 1998-99. If all of
the additional expenditure authority is used, average tuition would increase by an additional 5.2%
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in 1997-98 and 5.3% in 1998-99. Finally, any pay plan increases provided in the state’s
compensation plan would provide higher expenditure authority and result in further increases in
tuition. It is estimated that for each annual 1% increase in UW compensation, tuition would
increase by 0.7%. As an example, if a 2% annual increase is provided under the compensation
plan, average tuition increases could be as high as 9.3% in 1997-98 and 8.5% in 1998-99.

14.  Although there would be the potential for significant increases in tuition under SB
77, during his testimony on SB 77 before JFC, the President of the Board of Regents indicated
that, as a matter of policy, average annual increases in tuition during the 1997-99 biennium
would not exceed 7%. If this policy would be approved by the Board, annual increases of 7%
would result in additional tuition payments of $150 to $200 per full-time undergraduate resident
student each year.

Use of Tuition Revenues for UW Salaries

15. While it has not been determined to what extent, or for what purposes, the Board

~ would use the proposed expenditure authority, UW System staff indicate that it is likely that at

least a portion of the revenues would be used to provide compensation increases for faculty and
staff. In November, 1996, President Lyall proposed pay plan increases of 5.1% annually which
were intended to bring faculty and academic staff compensation to competitive levels, based on
faculty salaries at peer institutions in other states and adjustments for inflation, by the end of the
1997-99 biennium. The Board of Regents chose to recommend increases of 4% annually because
it was felt that the desired compensation increase should be attained over a longer period of time
in order to lessen the impact on UW students and the state.

16. ~ Salaries of unclassified UW faculty and staff are currently funded through a
combination of GPR (69%) and tuition revenues (31%). However, under the bill, the Board of
Regents would be permitted to fully fund from tuition revenues, a salary increase provided to
correct a salary inequity or to recognize competitive factors, if any portion of the employe’s
compensation is funded through one of the University’s GPR appropriations.

17. It is estimated that each 1% increase in faculty and staff compensation that is
funded entirely with tuition revenues would result in a 1.7% increase in tuition, whereas if these
increases were supported with a combination of GPR and tuition, as is usually the case, a 1%
increase in compensation would result in a 0.7% increase in average tuition. During public
hearings on SB 77, a number of students and other interested individuals indicated their support
of salary increases for faculty to maintain educational quality, but objected to the concept of
funding these increases solely with tuition revenues.

18.  While JCOER has not yet determined the increases which will be provided under
the compensation plan, the amount available in the state’s compensation reserves suggest that an
annual 4% increase is unlikely. For the purpose of this discussion, it is assumed that the pay
plan will provide an increase of 2% annually. In that case, the University could increase tuition
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in order to fund the additional 2% needed to reach the Board’s requested 4% increase for
unclassified faculty and staff at a cost, in tuition revenues, of $13,154,300 in 1997-98 and an
additional $27,277,200 in 1998-99, for a total biennial cost of $40.4 million. Under the normal
GPR/tuition split, the additional amounts needed would be $9,102,800 GPR and $4,051,500 PR
in 1997-98 and $18,875,800 GPR and $8,401,400 PR in 1998-99.

19.  Any compensation increases provided using the additional expenditure authority .
in the bill, although they would be funded solely with tuition revenues, could obligate the state
to provide additional GPR in the future. The additional PR funds would become part of the
University’s payroll base resulting in a higher percentage of PR as compared to GPR. However,
according to UW System staff, future pay plan requests would continue to be based on the
traditional 65% GPR/35% PR funding split.

20.  Although this discussion focuses on the use of the proposed additional expenditure
authority to provide compensation increases for UW faculty and staff, the additional expenditure
authority could be used for other purposes, at the discretion of the Board.

Impact of the Proposal on Legislative Oversight

21.  The bill provisions would represent a significant departure from current budget
procedures. Under current law, the UW, like all other state agencies, requests additional
expenditure authority from JFC under s. 16.515 of the statutes, or as part of the biennial budget
process. SB 77 would diminish the role of the Legislature in evaluating and determining items
to be funded and establishing tuition rates and faculty compensation. The Board would be
permitted to increase tuition by the amount necessary to ensure sufficient revenues are available
to fund those activities which the Board selects. ' '

22.  Much of the power of the Legislature as a branch of government flows from its
control over state spending. The bill provisions allowing the expenditure of 105% of the
appropriation amount at the discretion of the Board of Regents would shift authority away from
the Legislature. This power, once ceded, would be difficult to reclaim.

23.  Under current law, the Legislature has delegated authority to set tuition rates to
the Regents. However, the Legislature has maintained oversight over tuition levels since the
Regents need legislative approval in order to spend increased tuition revenues. Because UW
spending and the related level of tuition is a matter of statewide concern, arguably, it would be
desirable to maintain oversight by the elected representatives of the citizens of the State rather
than allowing an appointed board to make these decisions.

24. Tt is difficult to make comparisons of budgetary and position controls with other

states, because states have differing budget practices and structures for their higher educational
institutions. However, it is fair to say that public universities in surrounding states have
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substantial discretion in establishing tuition rates, expending tuition revenues and setting faculty
salaries. ‘

25.  The Legislature has delegated governance of the UW System to the Board of
Regents. The Regents meet monthly to consider the operations of the UW and have an extensive
support staff in the form of UW System administration. Arguably, the Board is equipped to
determine the priorities of the UW System and establish tuition rates and spending levels.

Alternatives to the Proposal

26.  Since the President of the Board of Regents has stated that average annual tuition
increases would not exceed 7% in the 1997-99 biennium, an option would be to adjust the
percentage by which expenditures from tuition and fee revenues could exceed the amount
appropriated to allow additional expenditures consistent with a 7% increase in tuition. This would
result in allowing the Board to exceed the appropriation amounts by 2.7% ($11 million) in 1997-
98 and by 6.5% in 1998-99 ($26.5 million), as compared to the 5% and 10.2% provided in the
bill.

27.  The SB 77 provision would provide the University with significant additional
flexibility in setting tuition and could obligate the state to provide additional GPR funding in
future biennia. Therefore, it may be appropriate to sunset the provision at the end of the 1997-99
" biennium, in order to provide an opportunity for the Governor and Legislature to evaluate the
impact of the provision and determine whether it should be continued.

28.  If the Committee determines that, as a'matter of policy, it does not wish to expand
the Board’s authority regarding the expenditure of tuition revenues to the extent provided in SB
77, there are a number of options which could be considered. These options would retain the
current level of legislative oversight in the tuition setting process, but would provide the UW
with additional resources.

29.  One view of SB 77 is that it would effectively increase the University’s tuition and
fee revenue appropriation by $20.0 million in 1997-98 and $42.1 million in 1998-99. Therefore,
rather than providing additional expenditure authority in the form of a percentage of the
appropriation, which would increase each year, the Committee could simply provide an additional
$20.0 million in 1997-98 and $42.1 million in 1998-99. This would give the Board additional
flexibility in setting tuition and determining funding priorities in the 1997-99 biennium without
obligating the Legislature to continue to provide such flexibility in subsequent biennia.

30.  Discussion of the use of this provision appears to have focused on providing
additional compensation increases for unclassified faculty and staff. To address this, the tuition
and fee revenue appropriation could be increased to provide additional expenditure authority
equal to the amount needed, in addition to that provided in the compensation plan, to fund a 4%
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annual increase in compensation for all unclassified faculty and staff. If one assumes that the
statewide pay plan will provide a 2% annual increase, the additional PR expenditure authority
required would be $13,154,300 in 1997-98 and $27,277,200 in 1998-99. As an alternative, this
amount could be provided as a combination of GPR and PR ($9,102,800 GPR and $4,051,500
PR in 1997-98 and $18,875,800 GPR and $8,401,400 PR in 1998-99) which would result in
lower increases in tuition rates. :

31.  The University’s request for a 4% pay plan increase would apply to all unclassified
faculty and staff, including instructional and noninstructional academic staff, graduate assistants,
research assistants and project assistants. Noninstructional academic staff are professional and
administrative employes such as University relations staff, policy and planning analysts,
controllers, attorneys and institutional planners. The rationale for granting compensation
increases above those provided in the compensation plan is based on the assumption that there
is an outside market for faculty that is different from other markets and that higher salaries must
be offered in order for the UW to compete in this market. While this assumption is generally
accepted for faculty, a 1989 Legislative Audit Bureau report found a lack of evidence to indicate
that there is also an outside market for noninstructional academic staff. Thus, one could argue
that a salary increase beyond the amount provided in the compensation plan for these other
positions is not warranted. The estimated cost to provide an additional 2% annual increase for
faculty and instructional staff is $9,858,200 in 1997-98 and $20,553,300 in 1998-99, or a total
of $30,411,500 over the biennium. As an alternative, this amount could be provided as a
combination of GPR and tuition revenues in order to lessen the burden of the salary increases
on students. In that case, $6,821,900 GPR and $3,036,300 PR in 1997-98 and $14,222,900 GPR
and $6,330,400 PR in 1998-99 would be needed.

32. If the Committee would provide a combination of GPR and tuition revenue
expenditure authority, the SB 77 provision which would allow salary increases to be charged
entirely to tuition could be eliminated.

33.  Under each of the options described above, the Board of Regents would be able
to increase tuition, and determine the items to be funded by such an increase, without further
legislative approval.

Proposal to Increase Expenditure Authority by $24 Million over the Biennium

34.  The additional $8 million PR in 1997-98 and $16 million PR in 1998-99 provided
in SB 77 would represent an annual increase of approximately 2% over the 1996-97 base
appropriation for tuition and fee revenues. According to UW System staff, the amount is based
on a rough estimate of additional tuition revenues which may be generated by UW institutions
during the 1997-99 biennium due to increases in enrollments, changes in the mix of students, the
implementation of differential tuition rates and distance education activities for which higher, or
lower, tuition rates could be charged. Because the additional revenues would not be included in
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the calculation of regular tuition rates, this expenditure authority would not be supported by
revenues from an increase in systemwide tuition rates.

35.  This item represents a departure from past budget procedures in that the amount
of the additional expenditure authority is not based on an estimate of revenues to be generated
by specific items or initiatives. The nonspecific nature of the additional expenditure authority
is a result of the University’s- attempt to provide additional flexibilities, both at the campus and
System levels and to encourage campuses to find ways to generate higher tuition revenues.

36.  Distance education initiatives (under which lower tuition rates could be charged
for students taking a course through distance education) and differential tuition would be
implemented at the discretion of the individual UW institutions, with Board of Regents approval.
Differential tuition initiatives, under which a campus may charge a higher tuition rate for students
in certain programs, have been approved by the Board of Regents for the UW Center System,
Madison, Eau Claire and La Crosse. These differential rates are expected to generate
approximately $1.4 million in 1997-98 and $1.6 million in 1998-99 in additional tuition revenues.
No campus has yet proposed different tuition rates for distance education courses. However,
since a campus could propose such an initiative at any time during the biennium, it is not
possible to determine the actual amount of additional revenues which will be generated.

37.  The UW System has not requested additional tuition revenue expenditure authority
under s. 16.515 of the statutes since 1992. For each of the past three years, the University has
had an unexpended balance in the tuition revenue appropriation at the end of the fiscal year
ranging from $16.6 million in 1994-95, to $29.3 million in 1996-97. These unexpended amounts
are carried forward into the next fiscal year. According to UW System staff, the carryover,
which represents approximately 2.4% of the University’s GPR/Fee budget in 1996-97, is used
as a contingency fund and is lower than those of universities in neighboring states. However,
one could argue that considering past amounts carried over, it is likely that the University will
have sufficient expenditure authority to compensate for changes in enrollments and institution-
specific initiatives. If the base amount appropriated, including carryover from the prior year, is
not sufficient, additional expenditure authority could be provided under the current law s. 16.515
procedure.

38. In its biennial budget request, the University requested the $24 million in
additional expenditure authority as well as the authority to expend an amount greater than the
appropriation amount for tuition revenues. However, at the time the request was submitted, UW
System staff stated that if the 105% provision was enacted, the additional expenditure authority
would not be needed. UW staff now indicate that both items would be needed if the Board
chooses to use the 105% provision to provide compensation increases for faculty and staff. One
could argue, however, that if the statutory language change is approved by the Legislature, the
University would have sufficient expenditure authority for any differential or distance education
initiatives which may be implemented as well as additional compensation increases. As noted
above, if an annual 2% pay plan increase is provided, the University could provide an additional
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2% at a cost of approximately $13.2 million in 1997-98 and $27.3 million in 1998-99. This
would leave approximately $6.9 million in 1997-98 and $14.8 million in 1998-99 in expenditure
authority for other purposes.

ALTERNATIVES TO BILL

A. Authorize Additional Spending From Tuition and Fees Appropriation (105%
Provision) ’

1. Approve the Governor’s recommendation to allow the Board of Regents to expend
105% of the appropriation amount for tuition and fee revenues in 1997-98 and approximately
110.2% of the appropriation amount in 1998-99.

2. Modify the Governor’s recommendation by allowing the Board to expend 102.7%
of the appropriation amount for tuition and fee revenues in 1997-98 and 106.5% of the
appropriation amount in 1998-99. This would allow the Board to increase tuition rates by an
average of 7% annually.

3. Delete the Governor’s recommendation and, instead, provide $20,014,800 PR in
1997-98 and $42,057,100 PR in 1998-99. This would give the UW Board the same amount of
PR tuition spending authority that the 105% provision in SB 77 would if fully exercised by the
Board.

Alternative 3 PR
1997-99 FUNDING (Change to Bill) $62,098,900
4. Delete the Governor’s recommendation and, instead, approve one of the following

funding alternatives; these alternatives are calculated using the assumption that a 2% annual
increase is provided under the state’s compensation plan:

a. Provide $13,154,300 PR in 1997-98 and $27,277,200 PR in 1998-
99. This would give the UW sufficient PR tuition spending authority to fund 4%
annual compensation increases for unclassified faculty and staff.

Alternative 4a PR
1997-99 FUNDING (Change to Bill) $40,431,500

b. Provide $9,102,800 GPR and 4,051,500 PR in 1997-98 and
$18,875,800 GPR and $8,401,400 PR in 1998-99. This would give the UW
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sufficient GPR and PR tuition spending authority to fund 4% annual compensation

( o increases for unclassified faculty and staff.
Alternative 4b , GPR PR TOTAL
19897-99 FUNDING (Change to Bill) $27,078,600 §12,452,900  $40,431,500

c. Provide $9,858,200 PR in 1997-98 and $20,553,300 PR in 1998-99.
This would give the UW sufficient PR tuition spending authority to fund 4%
annual compensation increases for instructional faculty and staff.

Alternative 4c¢ PR
1997-99 FUNDING (Change to Bill) $30,411,500

d. Provide $6,821,900 GPR and $3,036,300 PR in 1997-98 and
$14,222,900 GPR and $6,330,400 PR in 1998-99. This would give the UW
sufficient GPR and PR tuition spending authority to fund 4% annual compensation
increases for instructional faculty and staff.

Alternative 4d GPR PR TOTAL
P 1997-99 FUNDING (Change to Bill) $21,044,800  $9,366,700 $30,411,500
{
5. Delete the Governor’s recommendation.

B. Sunset of 105% Provision

1. Modify the Governor’s recommendation to allow the Board of Regents to expend
an amount exceeding the amount appropriated for tuition and fee revenues by providing that this
provision would sunset on June 30, 1999.

C. Authority to Charge Salary Increases Entirely to Tuition

1. Approve the Governor’s recommendation.

2. Delete the Governor’s recommendation.
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D. Additional $24 Million of Tuition Revenue Expenditure Authority

1. Approve the Governor’s recommendation to increase tuition revenue expenditure
authority by $8,000,000 PR in 1997-98 and $16,000,000 PR in 1998-99.

2. Delete the Governor’s recommendation.
Alternative 2 PR
1997-99 FUNDING (Change to Bill) - $24,000,000

Prepared by: Merry Larsen
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Senator Wineke

UNIVERSITY OF WISCONSIN SYSTEM

Tuition and Fee Revenues--104% Provision
and Student Financial Aid

Motion:

Move to modify the Governor’s recommendation to allow expenditures from the UW
System’s appropriation for tuition and fees revenues to exceed the amount appropriated (105%
provision), as follows: (a) specify that the Board could exceed the amount appropriated by 104%
in the first year of a biennium and 108% in the second year of a biennium; (b) require the Board
to distribute-25% of the total amount by which expenditures exceed the appropriation amount in
any fiscal year/under that provision, to students in the form of financial aid; and (c) require the
Board to dlsnabute the “25% share of funds to all UW students who are eligible to receive
Wisconsin hlggher educamjn grants (WHEG), using the same formula used to distribute WHEG

awards to UV? students gm that academic year.

Note:

This motion would modify the 105% provision in SB 77 to provide that the Board of
Regents could exceed the amount appropriated for tuition and fees by 104% in the first year of
a biennium and 108% in the second year of a biennium. In addition, the motion would provide
that if the Board of Regents expends an amount of tuition and fee revenues which exceeds the
amount appropriated using the 104/108% provision proposed under the motion, the Board would
be required to allocate 25% of the additional tuition and fee revenues to financial aid for UW
students. The Board would be required to distribute the funds to students receiving WHEG
awards using the same formula used to distribute the WHEG monies to UW students for that
year. Under the WHEG program for UW students, which is administered by the Higher
Educational Aids Board, need-based grants are provided to resident undergraduates enrolled at
least half-time at UW institutions. In 1995-96, 20,305 UW students received an average WHEG

award of $629.
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To: Joint Commiftee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE
Executive Salaries (UW System)

[LFB Summary: Page 623, #8]

CURRENT LAW

Certain state administrative positions are assigned by statute to one of ten executive salary
groups (ESG) for which salary range limitations are established in the biennial compensation
plan. The Board of Regents is authorized to set the salary of certain executive positions within,
or as a percentage of, specified ESG salary ranges.

The Board may set the salary of the President of the UW System at a level no higher than
15% above the maximum salary for ESG 10, based on the competitive market for comparable
positions at comparable institutions of higher education. The chancellors of UW-Madison and
UW-Milwaukee are assigned to ESG 10. For the following positions, the Board is required to
establish salaries at a level no lower than the minimum salary range for ESG 7 and no higher
than the maximum salary range for ESG 10: (a) vice presidents of the UW System; (b)
chancellors of all UW System institutions except Madison and Milwaukee; (c) the chancellors
of the UW-Center System and UW-Extension; (d) the Vice Chancellor for health sciences at UW-
Madison; and (e) the vice chancellor serving as a deputy at each UW campus, the UW-Center
System and UW-Extension. The statutes require that the salaries of these positions be set to
reflect the hierarchical structure of the System, to recognize merit, to permit orderly salary
progression and to recognize competitive factors.

The Board is not permitted to increase the salaries of UW executive positions unless the
increase is included in the state’s compensation plan for ESG positions or is granted to correct
a salary inequity or to recognize competitive factors.
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GOVERNOR

Modify statutory language governing executive salaries at the UW as follows:

Salary for New Appointments. Allow the Board of Regents to establish salaries for new
appointments to the above positions which exceed the maximum amounts for those executive
salary groups as established in the biennial compensation plan, provided that the Board submits
a report to the Secretary of DOA that identifies the competitive factors that necessitate such a

salary.

DOA Approval of Executive Salaries. Prohibit the Board from establishing the salary for
a new appointment to any of the above positions, regardless of whether the salary exceeds the
specified maximum, without the approval of the Secretary of DOA. In addition, provide that an
increase in the salary of an incumbent employe holding one of the specified executive positions,
which is authorized by the Board to correct a salary inequity or to recognize competitive factors,
would be subject to the approval of the Secretary of DOA.

DISCUSSION POINTS
A. Authority to exceed ESG Maxima

1. There are currently 36 executive positions to which the proposed provision would
apply: the UW System President, four UW System vice presidents, one chancellor and one vice
chancellor at each of the 13 four-year institutions, the Center System and the UW-Extension, and
the Vice Chancellor for health sciences at UW-Madison. Eight of these positions are currently

vacant.

2. UW System staff argue that because the executive salary groups are designed for
state government officials and do not reflect the competitive higher education market, it is
difficult for the University to recruit top candidates for these positions. Although data regarding
recruitment of candidates for executive positions is not collected, UW staff cite anecdotal
evidence that the restriction on the salaries which can be offered has hindered the University’s

efforts in this area.

3. To meet the statutory requirement that executive salaries reflect competitive
factors, the Board of Regents has adopted salary range guidelines which use data from peer
institutions. For chancellor and vice chancellor positions, the peer institutions are those which
were recommended by the 1984 Governor’s Faculty Compensation Committee study for use in
comparing UW faculty salaries to those at other institutions. For UW-Madison, the peer group
consists of other major public research universities; for UW-Milwaukee, the peers include public
urban doctoral institutions; and for the 11 comprehensive institutions, the peers are other public
comprehensive universities in the Midwest. A separate peer group, consisting of other university
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systems which are similar in size and composition to the UW System, is used in determining the
salaries of the System President and vice presidents.

4. Under current Board policy, targeted salary ranges for UW executives are based
on the median salaries of the peer groups. Because Wisconsin is recognized as having a lower
. cost of living than many other states in which the peer institutions are located, the mid-points of
the targeted ranges are set at 95% of the peer medians. The salary range then, is equal to 90%
to 110% of the mid-point. The Board is currently unable to use these guidelines to set the
salaries of the System President, the Chancellors at Madison and Milwaukee and the Vice
Chancellor at Madison because the statutory maxima for these positions are below 90% of the
mid-point salary for these positions as determined by the Board’s policy. The attachment shows
the 1996-97 salary, the mid-point of the targeted salary range and the relevant ESG maximum

for these positions.

5. Since salary ranges for the ESGs are currently determined by JCOER, the proposed
provision could be viewed as a transfer of oversight from the Legislature to DOA, which under
the bill, would be responsible for approving the salaries of new appointments as well as increases

for incumbents.

6. In 1996-97, the maximum salary for ESG 10, and thus for most of the executive
positions which would be effected by the Governor’s recommendation, is $133,640. The
maximum for the System President is $153,686. Salaries for all of the incumbents in these
positions are currently below the maximum, with most below 85% of the maximum. If the
Board would set the salary of a2 new appointment at the ESG maximum, the individual would
earn up to 32% more than incumbents in similar positions. Such a disparity in salaries could
result in pressure on the Board to provide larger or more rapid increases in the salaries of
incumbents. However, SB 77 would not allow the salaries of incumbents to exceed the current

maxima.

7. Over the long term, use of the authority to exceed ESG maxima, could result in
most or all UW executives receiving salaries in excess of ESG 10. One could question, then, the
usefulness of this method of determining salaries for these positions. If it is believed that the
ESG system is not appropriate for University executives, the Committee could consider removing
these positions from the ESG system completely; salaries of UW executives would be determined
solely by the Board of Regents, limited only by available funds. However, the current system
of establishing statutory limits on executive salaries at the UW provides for legislative oversight
and review of the salary ranges for these positions. Removing UW executive positions from the
ESG system would significantly reduce the role of the Legislature in establishing compensation
policy for these positions.

8. An alternative to granting the Board complete authority to set executive salaries
would be to establish salary maxima for more of these positions as percentages of the ESG 10
maximum, as is currently done for the UW System President. For example, the salaries of the
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System vice presidents, the chancellors of all UW comprehensive institutions and UW-Extension
and the Center System and the vice chancellors at Madison and Milwaukee, could be limited to
110% of the ESG 10 maximum, which would equal $147,004 in 1996-97. This would allow the
Board to establish salaries for most of these positions at, or slightly above, the maximum salary
amounts which would result from the Board’s policy. Similarly, the maximum salary for the
chancellors of UW-Madison and UW-Milwaukee could be limited to 120% of the ESG 10
maximum salary, which would equal $160,368 in 1996-97. In addition, the maximum salary of
the System President could be increased to 130% of the ESG 10 maximum. The Board-
determined maximum salary for vice chancellors at all institutions except Madison and
Milwaukee is currently well below the ESG 10 maximum, and therefore, could continue to be
limited to 100% of this maximum as under current law.

B. DOA Approval of Executive Salaries

9. A provision in the 1995-97 state budget (1995 Act 27) required that the salaries
of incumbent UW executives whose annual salary exceeded $100,000 on January 1, 1995, be
frozen for both years of the biennium. The freeze was proposed by the Governor in order to
control growth in executive salaries and to ensure that all levels of the UW System would share
in the budget reductions during the 1995-97 biennium. At the time, the salaries of 24 incumbents

exceeded $100,000.

10.  SB 77 would require DOA approval of the salary for a new appointment to an
executive position, regardless of whether the salary exceeds the ESG maximum. In addition,
DOA approval would be required for the Board to provide a salary increase for an incumbent if
the increase is authorized by the Board to correct a salary inequity or to recognize competitive
factors. Salary increases provided as part of the state’s compensation plan would not require
DOA approval.

11.  Inorder to exceed the ESG maximum, the bill would require that the Board submit
to the Secretary of DOA a report that identifies the competitive factors that necessitate a salary
above the maximum. Administration staff indicate that criteria to be used in evaluating a request
from the Board has not been determined, but that the Department of Employment Relations
(DER) would most likely be consulted.

12.  The freeze on executive salaries over $100,000 will be lifted on July 1, 1997.
Since UW salaries may have fallen behind those of similar positions in other states due at least
in part to the freeze, it seems likely that the Board would provide salary increases for these
positions in the 1997-99 biennium. The SB 77 requirement that the Board receive DOA approval
for such increases, while more restrictive than current law, could be viewed as a less restrictive
alternative than the salary freeze imposed in the 1995-97 budget.
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13. Under current law, salary increases to recognize competitive factors or correct a
salary inequity, must be paid from the appropriation or appropriations from which the position
of the employe receiving the increase is funded. Another provision in SB 77 (discussed in a
separate issue paper), however, would allow the Board to charge the entire cost of such an
increase to the University’s appropriation for tuition revenues. Enactment of this provision could
result in greater salary increases than would otherwise be awarded.

14. Given the Department of Empioyment Relations’ role as the agency primarily
responsible for personnel management for state employes, it may be desirable to require the
Board of Regents to obtain DER approval for salaries for new appointments and increases for
incumbents, rather than DOA, if outside approval is needed.

ALTERNATIVES TO BILL
A. Authority to Exceed ESG Maxima

1. Approve the Governor’s recommendation to allow the Board of Regents to
establish the salary for new appointments to certain executive positions at a level which exceeds
the ESG maximum salary provided that the Board submits a report to the Secretary of DOA that
identifies the competitive factors that necessitate such a salary.

2. Delete the Governor’s recommendation and, instead, delete current statutory
language which limits the salaries of certain UW executive positions based on state executive

- salary groups.

3. Delete the Governor’s recommendation and, instead, provide that the Board of
Regents may establish the salaries of the following executive positions up to the specified
percentage of the maximum salary for ESG 10:

* UW System President, 130% of ESG 10 maximum.

* Chancellors of UW-Madison and UW-Milwaukee, 120% of ESG 10 maximum.

* UW System vice presidents, the chancellor of each UW institution, excluding Madison
and Milwaukee, the vice chancellors serving as deputies at Madison and Milwaukee, the

Chancellor of UW-Extension and the Chancellor of the UW-Center System, 110% of ESG 10
(retain current law ESG 7 floor).

* The vice chancellor serving as a deputy at each UW institution, excluding Madison and
Milwaukee, 100% of ESG 10 (retain current law ESG 7 floor).

4. Delete the Governor’s recommendation.
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B. DOA Approval of Executive Salaries

1.

Approve the Governor’s recommendation to require approval by the Secretary of
DOA of: (a) the salary of a new appointment to a UW executive position; and (b) a salary

3
increase of an incumbent in an executive position to correct a salary inequity or to recognize
competitive factors.

2.

Modify the Governor’s recommendation by deleting references to the Secretary
of DOA to, instead, refer to the Secretary of the Department of Employment Relations

3. Delete the Governor’s recommendation

Prepared by: Merry Larsen
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ATTACHMENT

UW Executive Salaries

Mid-Point
1996-97 of Salary Range
Salary (95% of Per Median) ESG Maximum
UW System Executives
President $149,179 $187,724 $153,686
Senior Vice President 120,000 133,276 133,640
Senior Vice President 120,000 133,276 133,640
Vice President 107,750 116,266 133,640
Vice President 107,250 116,266 133,640
Vice President 105,950 116,266 133,640
Chancellors .
Madison 129,720 206,541 133,640
Milwaukee 126,000 160,031 133,640
Eau Claire 113,500 121,524 133,640
Green Bay 105,450 121,524 133,640
La Crosse 107,750 121,524 133,640
Oshkosh 107,750 121,524 133,640
Parkside 102,000 121,524 133,640
Platteville 105,000 121,524 133,640
River Falls 107,250 121,524 133,640
Stevens Point 111,000 121,524 133,640
[ Stout 107,750 121,524 133,640
Superior 102,000 121,524 133,640
Whitewater 107,750 ) 121,524 133,640
Centers* 102,700 121,524 133,640
Extension* 116,600 121,524 133,640
Vice Chancellors
Madison B 128,000 160,056 133,640
Milwaukee 113,375 134,981 133,640
Eau Claire 99,999 101,534 133,640
Green Bay 99,960 101,534 133,640
La Crosse* 98,940 101,534 133,640
Oshkosh 99,999 101,534 133,640
Parkside 97,000 101,534 133,640
Platteville* 98,880 101,534 133,640
River Falls 99,960 101,534 133,640
Stevens Point* 100,000 101,534 133,640
Stout 98,940 101,534 133,640
Superior* 91,290 101,534 133,640
‘Whitewater* 99,500 101,534 133,640
Centers 96,390 101,534 133,640
Extension 100,000 101,534 133,640

*These positions are currently vacant; salaries shown are those of the individuals who formerly held these
positions.
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To: Joint Comunittee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

Differential Tuition (UW System)

CURRENT LAW

The Board of Regents has the authority to set separate tuition rates for state residents and
nonresidents and also for different classes of students, extension courses, summer sessions and
such other studies or courses of instruction as the Board deems advisable.

GOVERNOR

No provision.

DISCUSSION POINTS

1. The Board of Regents has traditionally established tuition levels based on a
nonstatutory formula which identifies separate tuition categories based on resident status,
academic level (undergraduate, graduate or professional program) and institutional cluster
(doctoral, comprehensive and center campuses).

2. Currently, different tuition rates are charged at Madison, Milwaukee, the 11
comprehensive institutions and the UW Center campuses. At each institution or cluster, all
resident undergraduate students are charged the same tuition rates as are all nonresident
undergraduate students. Until the institution of a special fee charged to nonresident
undergraduates at Madison for the improvement of undergraduate programs in 1991-92, students
paid the same tuition rates at Milwaukee and Madison. Prior to 1989-90, there were no
differential tuition rates by major programs except for medical and veterinary students. Since
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then, special fee increases have been approved for students enrolled in the law school and master
of business programs.

3. A special fee for technology services was implemented at Madison in 1993-94,
representing the first such fee which was campus-specific and was for expenditures which did
not have a GPR component. A similar technology fee was implemented at Milwaukee and the
comprehensive campuses in 1995-96.

4, In the past, differential tuition rates have been included by the Board of Regents
as part of the University’s biennial budget request. Requests for such tuition increases were
based on the costs of specified improvements or expanded activities to be made within a program
on the campus; the proposed increases were evaluated by the Governor and Legislature on the
basis of their impact on the students involved and the perceived need for the additional funds.

5. In 1995-96, the Board of Regents conducted a study "to focus on policy and
practlce which need to be changed or fine-tuned to facilitate the performance of the UW System
in the 21st Century." The final report of the study, issued in May, 1996, included a number of
recommendations to be implemented at both the state and System levels. One of these
recommendations was to permit UW institutions to propose differential tuition rates among
themselves and by program within an institution. The rationale for this recommendation was that
each institution "has some unique programs with strong demand and/or special operating
costs...[and that] allowing institutions to propose differential tuition will help accommodate
variances in demand, allow for the fair coverage of marginal costs, and provide the ability to
charge market rates for some programs.”

6. While the Board of Regents may approve differential tuition proposals from
campuses at any time during the biennium, as yet, three institutions have requested, and received
approval from the Board, to charge differential tuition rates beginning in 1997-98 as follows:

. UW-Madison Doctor. of Pharmacy (Pharm. D.) Program. Students enrolling in
the new pharm. D. program, which will replace the current bachelor of science-pharmacy
program, will be charged tuition that exceeds the current graduate tuition. Since the new program
will be a six-year program, students will be charged undergraduate tuition for the first two years.
The higher graduate tuition amount, which will be determined as part of the UW System annual
budget in July, 1997, will support the costs of additional instructional staff, externship
coordination, student services, administration, supplies and expenses, and capital. According to
UW System staff, the differential tuition is expected to generate additional tuition revenues of
approximately $350,000 in 1997-98 and $400,000 in 1998-99.

. UW-La Crosse Allied Health programs. A 20% tuition surcharge will be applied
for students admitted to the occupational therapy and physician assistant programs, which are
undergraduate programs, and the physical therapy program, which is a graduate program. The
surcharge will be phased in with students paying an additional 10% in 1997-98, and 20% in
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1998-99. Students will not be charged the higher rate until they are accepted into the program.
The surcharge was requested due to the relatively high cost of allied health programs and the
demand for admission to such programs. In addition, average starting salaries for graduates of
allied health programs are considerably higher than the average for all La Crosse graduates. It
is estimated that additional tuition revenues will be approximately $17,900 in 1997-98 and

$104,200 in 1998-99.

. UW-Eau Claire Undergraduate Programs.  Beginning in 1997-98, all
undergraduate students will be charged an additional $50 per semester. Revenues generated from
the surcharge would be used for enhancements such as freshman seminars, service-learning
programs, faculty/student collaborative research projects, internships and special senior courses.
Additional revenue from the surcharge is estimated at $900,000 in 1997-98 and $936,000 in
1998-99. Approximately two-thirds of the additional revenues would pay for the salaries and
fringe benefits for 10.0 faculty and staff members and student help, with the remaining funds
being used for supplies and services. The tuition increase was approved by the UW-Eau Claire

Student Senate.

7. In addition to the initiatives at the above institutions, in June, 1996, the UW Center
System received approval from the Board to gradually increase tuition at the Centers from 82%
of tuition at the comprehensive campuses to 87% beginning in 1996-97. This initiative resulted
in an additional increase of 1.5% in 1996-97 above the regular tuition increase at the Centers.

8. Under current Board policy, a tuition revenue target, which is based on expected
enrollments, is calculated for each institution. An institution is permitted to retain 75% of any
additional revenues collected due to higher enrollments, or changes in the mix of students
(resident and nonresident, undergraduate and graduate); the remaining 25% is pooled and
distributed to campuses which experience a shortfall in tuition revenues. However, according to
UW System staff, institutions which implement differential tuition rates will be allowed to retain
100% of the additional tuition revenues generated.

9. The United Council of UW Students opposes the implementation of differential
tuition. In addition, at public hearings on SB 77, a number of individuals expressed concerns
regarding differential tuition. Issues which have been raised include the following:

. Some students who cannot afford the tuition charged at the nearest campus may
not have the option of attending a lower-cost institution due to the location of family, job or
residence or the cost of commuting or moving.

. ~ In public testimony, students indicated that because a common perception is that
higher tuition means higher quality; institutions may increase tuition to attract more students, and
increase revenues, which could result in competition among campuses and in escalating tuition
rates at all campuses.
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. Some students may have to select a major program on the basis of cost, rather than
their interest in the field of study or potential career opportunities.

10.  The ability to charge differential tuition rates is within the Board’s authority.
Under current law, the Legislature sets the appropriation for tuition revenues which represents
the upper limit on the amount of tuition revenues that can be expended. Expenditure of additional
revenues requires approval by the Governor and Legislature. In the past, special fee increases for
individual programs or campuses have been included in the University’s budget request because
additional expenditure authority was required. A provision in SB 77, however, would allow the
Board to expend tuition revenues in excess of the appropriation amount set by the Legislature.
(This provision is discussed in a separate issue paper.) Without this proposed flexibility, the
Board would be able to approve differential tuition rates, but, presumably, the Legislature would
have to approve the expenditure of the additional revenues.

11.  While the Committee is not being asked to approve the specific tuition increases
noted above, given the concerns expressed regarding differential tuition, and the limited
legislative oversight over these initiatives, the Committee may wish to consider restricting the
Board’s authority in this area. For example, since most of the concerns which have been
expressed focus on undergraduate tuition at the comprehensive campuses, a requirement could
be established that the same tuition rate apply to all resident undergraduates attending these
institutions. Such a provision would not affect the differential tuition initiatives which have
already been approved for the center campuses, the UW-Madison Pharm. D. program or the UW-
La Crosse physical therapy program. It would, however, prevent the tuition increases for La
Crosse’s occupational therapy and physician assistant programs and Eau Claire’s baccalaureate
degree program, since these are undergraduate programs.

12. A less restrictive approach would be to allow the implementation of differential
tuition rates at the comprehensive campuses, but to limit the differences in tuition rates among
the campuses. This could be done by requiring that the tuition rate for any undergraduate
program at a comprehensive campus could not exceed the tuition rate for the lowest cost
undergraduate program at a comprehensive campus by a specified percentage. In 1996-97, the
tuition rate at comprehensive campuses is $2,143 per year. As an example, if differential tuition
had been in effect this year, a 5% limit would have permitted a maximum tuition rate of $2,250,
or $107 more than the $2,143 actually charged.

ALTERNATIVES TO BILL
1. Modify the tuition setting authority of the Board of Regents to require that the

same tuition and fees (excluding student segregated fees) be established for all resident
undergraduate students at the 11 comprehensive institutions.
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2.

Modify the tuition setting authority of the Board of Regents to specify that the
tuition rate (excluding segregated student fees) paid by undergraduate residents for any academic

program at a comprehensive institution could not exceed the tuition rate of the lowest cost
undergraduate program at any of the comprehensive institutions by more than:
a.

5% above the lowest tuition rate; or
b. 10% above the lowest tuition rate.

3. Take no action.

Prepared by: Merry Larsen
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Paper #903 1997-99 Budget May 27, 1997
0350ttt ]

To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE
Educational Technology (UW System)

[LFB Summary: Page 621, #2]

CURRENT LAW

The University of Wisconsin (UW) System assesses a student technology fee, which is
approximately 2.5% of total tuition revenues for students at UW-Madison and 2% of total tuition
revenues for students at the other UW System campuses. The fee is used to provide students
with additional resources in the area of instructional technology such as e-mail, Internet access,
updated software, additional staffing and longer hours at computer labs and help desks.

GOVERNOR

Create an annual appropriation and provide $3,697,700 GPR in 1997-98 and $5,713,200
GPR in 1998-99 and increase program revenues from tuition and special fees by $2,502,300 PR
in 1997-98 and $3,716,800 PR in 1998-99 for educational technology. Specify that the Board
of Regents would have to use the GPR funding for the following purposes: (a) the student
information system (SIS); (b) the development of system technology infrastructure; (c) the
development of curricula to train students enrolled in the schools of education in the use of
technology in primary and secondary (K-12) schools; (d) to provide professional development
in the use of educational technology for K-12 teachers; (e) to provide faculty with educational
technology and to train faculty in its use; and (f) to pay the Department of Administration (DOA)
for telecommunications services provided under the Division of Information Technology.

The administration indicates that the $15,630,000 of total funding would be allocated as
follows: (a) student information system--$2,630,000; (b) infrastructure--$4,000,000; (c) K-12
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teacher professional development and schools of education curricula development--$2,000,000;
(d) faculty educational technology and training--$3,000,000; and (¢) DOA telecommunications
services (BadgerNet access)--$4,000,000.

Educational technology would be defined as technology used in the education or training
of any person or in the administration of an elementary or secondary school and related
telecommunications services.

DISCUSSION POINTS

1. In its agency budget request submitted to DOA in September, 1996, the UW
requested additional funding and positions for technology initiatives, including technology
infrastructure development, curricular redesign and technical support, library technology
development, the SIS, K-12 educational initiatives, a Regents incentives fund for faculty
technology projects and access to BadgerNet. Additionally, the UW requested an increase in
application fees from $28 to $35 for undergraduate admissions and from $38 to $45 for graduate
school, law school and medical school admissions in order to provide partial funding for the SIS.

2. The technology initiatives in SB 77 would increase average tuition by
approximately 0.5% in 1997-98 and an additional 0.3% in 1998-99. On average, this tuition
increase would represent an approximate $15.10 annual increase for each FTE student in 1997-98
and an additional $9.80 annual increase for each FTE student in 1998-99, based on Fall 1996
systemwide FTE enrollment data.

3. Under the 1993-95 state budget, UW-Madison was granted the authority to assess
a 1.5% student technology fee which increased student fees at UW-Madison by $4.46 million
over the 1993-95 biennium. At the time, UW-Madison indicated that it would utilize the
increased revenues to expand student access to various technologies as well as provide support
for curriculum development by faculty and staff. The student technology fee was expanded to
the other campuses for similar purposes under the 1995-97 state budget.

4. The UW System indicates that revenues from the student technology fee have
primarily been used for student technology needs, which has resulted in inadequate resources for
faculty curriculum development projects. Arguably, since a designated revenue source was
established for this purpose, the UW should provide for its technology needs from the technology
fee without seeking an increase in tuition revenues or additional state GPR funding. On the other
hand, as technology needs for higher education expand, arguably funding outside of student fees
and tuition should be provided to meet these needs, particularly to fund faculty technology needs
that might only indirectly benefit students.
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Student Information System

5. The SIS project, which includes the Higher Education Location Program (HELP
On-Line), an electronic application to the UW System, and pre-college, academic and career
electronic advising, is currently being implemented incrementally by UW. In 1996-97,
development is being supported by $74,200 in UW funds, a $255,000 grant from the Information
Technology Investment Fund under DOA and a $521,800 grant from Ameritech. Funds have
supported hardware and software purchases and licensing, position support for the development
and administration of the project, K-12 and UW training on the SIS, general development
activities and educational activities to promote the new system to UW students and high school

pupils.

6. The electronic application was initially implemented at four UW campuses in Fall,
1996. The UW indicates that continued development will include the electronic submission of
student transcripts, counselor evaluation forms and admission fees. Additionally, as all of the
campuses begin to offer the electronic application process, they will need to establish links to the
components of the system which will require extensive programming. The UW indicates that the
one-time funding in 1997-98 of $854,900 GPR and $515,100 PR from tuition revenues provided
under SB 77 for the SIS would support these initiatives, including approximately $1.0 million
for institutional funding. The on-going application fee revenues, estimated at $630,000 PR
annually under SB 77, would fund equipment purchases and maintenance as well as support staff
to provide training on the SIS and continued development of the advising components of the SIS.
The UW has completed planning and budgeting for this project and based on the information
provided by the UW, this provision appears reasonable.

BadgerNet Access

7. The UW System’s portion of BadgerNet, the state’s new telecommunications
network that will transport voice, data, video and eventually broadcast formats, will consist of
an OC-3 synchronous network (SONET) ring with connections to the OC-3 ring and shared
asynchronous transfer modes (ATM) points of presence at nine of the thirteen four-year UW
campuses including, Madison, Milwaukee, Parkside, Oshkosh, Green Bay, Stevens Point, Eau
Claire, La Crosse and Platteville. DOA will contract with various telecommunications vendors
to provide the SONET backbone, network management, long distance voice services, data
transport, broadcast interconnect and access to the network. Currently, only the contract for the

SONET ring has been finalized.

8. SB 77 would provide UW with $530,000 PR from tuition and $1,470,000 GPR
annually to establish BadgerNet nodes at the nine campuses, DS-3 connections at the four other
four-year campuses and T-1 connections at each of the 13 two-year centers, as well as
telecommunications service fees for the System that would be paid to DOA. While the results
of most of the BadgerNet bids are pending and therefore complete data on UW costs for
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BadgerNet access is not available, DOA indicates that based on data gathered throughout the
request for proposals (RFP) process and comparisons of contracts secured by other states, the
funding proposed for UW under SB 77 would meet UW BadgerNet access needs.

9. UW indicates that the funding provided under the bill as well as the results of the
SONET ring bid would be insufficient to achieve their goal of full OC-3 access at each of the
four-year campuses. DOA indicates that the UW BadgerNet funding was budgeted without nodes
on the OC-3 ring at Superior, Stout, River Falls and Whitewater, because including these
campuses at this time would be too costly. DS-3 connections for these four campuses will be
included in DOA’s access contract which will be determined during the summer of 1997.
Further, DOA indicates that service at these four campuses should be sufficient to meet the
capacity needs of the campuses and surrounding communities without OC-3 nodes due to the
lower population demands in those areas.

10.  If the Committee would wish to provide sufficient funding to UW to ensure that
Superior, Stout, River Falls and Whitewater are connected to the OC-3 SONET ring in the same
manner that the other nine four-year campuses are connected, it could provide $740,900 GPR and
$267,100 PR from tuition in 1997-98 and $635,000 GPR and $229,000 PR from tuition in 1998-
99. This would provide one-time funding of $360,000 in 1997-98 to purchase four ATM
switches, as well as monthly access fees for each of these campuses. The GPR/tuition split
would be consistent with the funding proposed for UW BadgerNet access under SB 77.

11.  In addition to the UW part of BadgerNet, DOA will be responsible for a portion
of BadgerNet that will provide access for the other state agencies, school districts, WTCS
campuses, municipalities and public libraries. Currently, definitive cost estimates for the
complete BadgerNet project as well as firm agreements between DOA and UW regarding
appropriate technology investments are not available. Arguably, because of the magnitude of this
major new initiative, it would be desirable to ensure coordination, interconnectivity and consistent
planning between DOA and the UW System. To accomplish this, the Committee could place the
UW’s BadgerNet funding in its appropriation and require the UW and DOA to submit a joint
report regarding the costs and technology needs of the BadgerNet initiative. The Committee
could release UW’s BadgerNet funding when it has determined that the UW and DOA portions
of BadgerNet are consistent and warrant funding.

UW System K-12 Technology Initiatives

12.  While the UW has not completed a plan for how it would utilize funding in this
area, UW System staff indicate that a team of faculty from the schools of education and the
colleges of letters and sciences across the System are working to identify specifically how K-12
teachers could most productively access, assess and utilize technology in their classrooms. This
team would incorporate the core K-12 academic standards currently being developed by the
Governor’s Council on Academic Standards, and collaborate with school districts, CESAs, the
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Department of Public Instruction and the proposed TEACH Board. Arguably, these efforts
should be supported through additional state GPR revenues due to the recognized need for
preservice and in-service training for K-12 teachers in the area of educational technology.

13.  On the other hand, because the education of teachers is currently under the
purview of the schools of education and UW-Extension, arguably the UW should be supporting
K-12 teacher educational technology training from its existing resources. Another source of
potential revenue in this area would be the $2 million GPR in 1997-98 and $4 million GPR in
1998-99 provided by the Committee for teacher training and technical assistance under the

- TEACH program. It is likely that a portion of this funding would flow to the UW System in the

form of contracts for training programs, and thus this UW-specific funding would be unnecessary.

Technology Infrastructure and Faculty Technology Initiatives

14.  The UW indicates that the technology funding requested in September, 1996 is the
first of a multi-biennial request for educational technology funding. However, the UW indicates
that faculty technology projects and technology infrastructure development at the UW are still
in the preliminary planning stages.

15.  UW staff report that the University is working to develop a more specific sense
of what its current educational technology needs are and of its eventual educational technology
goals. Further, the UW is unable to provide a specific budget of its current spending on
educational technology, but estimates expenditures of approximately $150 million annually from
all funding sources. UW System staff indicate that the UW System will be taking an inventory
of technology needs in the Summer of 1997 in order to determine the UW System’s needs in this
area and to develop a plan for how those needs could be met. Due to the current lack of
information regarding UW’s technology needs and plans, it may be difficult to determine the
appropriate level of additional funding to provide to the UW.

16.  Arguably, the UW should complete this study of its technology needs as well as
a plan of how it could best allocate these additional technology funds before the Legislature
appropriates technology funding to the UW. The Committee could place the GPR funding in its
appropriation and require the UW to request release of this funding from the Committee under
the s. 13.10 process, indicating where its technology needs lie and how it would allocate this
additional funding in order to meet its goals of technological advancement for the entire System.
Acting under s. 13.10, the Committee could approve the UW’s technology plan and release the
GPR funding to the UW as well as provide related tuition and fee spending authority.

17.  Currently, the UW is estimating its faculty technology needs based on a survey
of faculty technology access indicators across the System. While the UW reports that the survey
provides a solid estimate of UW System faculty technology access, it cautions that detailed
comparisons between campuses should not be made because institutions may have interpreted or
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measured data in varying ways. However, the UW cited this study both in its agency budget
request and during public testimony before the Joint Committee on Information Policy; thus, the
current faculty survey at least indicates that there may be significant variations across both four-
year campuses and two-year campuses. For example, although these numbers may be
preliminary, the survey indicates that 100% of the faculty/instructional staff at UW-Platteville
have their own personal computer (PC) compared to only 57% of the faculty/instructional staff
at UW-Milwaukee; 98% of the faculty/instructional staff at both UWC-Baraboo and UWC-
Manitowoc have their own PC, compared to only 46% at UWC-Waukesha County.

18.  If there are variations between campuses, it may be desirable for the UW to
distribute funds to campuses based on technology needs or with the goal of achieving
technological equity across the System. However, the UW indicates that it will distribute the
majority of the additional technology funds as a lump sum to institutions based on the number
of FTE students at each campus. The Committee may wish to direct that the UW plan to
distribute these funds considering the goal of achieving greater equity across campuses.

ALTERNATIVES TO BILL

A. Student Information System

1. Approve the Governor’s recommendation.

2. Delete the Governor’s recommendation.
Alternative A2 : GPR PR TOTAL
1997-99 FUNDING (Change to Bili) -$854,900 -$1,775,100 - $2,630,000

B. BadgerNet Access
1. Approve the Governor’s recommendation.

2. Modify the Governor’s recommendation by placing $1,470,000 GPR annually in
the Committee’s appropriation for release under s. 13.10 when the UW and DOA submit a joint
report on the costs and technology needs of the BadgerNet initiative and the Committee
determines that plans for the UW and DOA components of BadgerNet will achieve a consistent
and workable system. Specify that $530,000 PR annually of related tuition funding would be
placed in unallotted reserve for release at the time JFC acts on the GPR funding.

3. Provide $740,900 GPR and $267,100 PR in 1997-98 and $635,000 GPR and
$229,000 PR in 1998-99 to provide BadgerNet access for UW-River Falls, UW-Stout, UWw-
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Superior and UW-Whitewater in a manner equivalent to the access funded for the nine other
{ four-year campuses.

Alternative B3 GPR PR TOTAL

1997-99 FUNDING (Change to Bill) $1,375,900 $496,100 $1,872,000
4. Delete the Governor’s recommendation.

Alternative B4 GPR PR TOTAL

1997-99 FUNDING (Change to Bill) - $2,040,000 - $1,060,000 - $4,000,000

C. UW System K-12 Technology Initiatives

1. Approve the Governor’s recommendation.

2. Delete the Governor’s recommendation.
P Alternative C2 GPR PR TOTAL
{ o3 1997-99 FUNDING (Change to Billl - $1,248,000 - $752,000 - $2,000,000

D. Technology Infrastructure and Faculty Technology Initiatives

1. Approve the Governor’s recommendation.

2. Place $1,060,800 GPR in 1997-98 and $3,307,200 GPR in 1998-99 in the
Committee’s program supplements appropriation for release to the UW. Specify that $639,200
PR in 1997-98 and $1,992,800 PR in 1998-99 of related tuition funding would be placed in
unallotted reserve for release at the time JFC acts on the GPR funding. Require the UW System
to assess its educational technology needs across the System, including its goals for educational
technology procurement, utilization and curricular design, prior to release of these funds under
s. 13.10. Specify that this plan would have to inventory current UW System technology and
present a detailed budget of how the System would allocate this funding, including a
consideration of technological equity across the System. '
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3. Delete the Governor’s recommendation.

Alternative D3 GPR PR TOTAL

1997-99 FUNDING (Change to Bill) - $4,368,000 - $2,632,000 - $7,000,000

Prepared by: Ruth Hardy
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Senator Wineke
Representative Gard

UNIVERSITY OF WISCONSIN SYSTEM

Allied Health Programs

Motion:

Move to provide $229,800 GPR and $123,900 PR in 1997-98 and $1,231,100 GPR and
$663,000 PR in 1998-99 for occupational therapy and physical therapy programs at UW-
Milwaukee and UW-La Crosse.

Note:

This motion would provide funding for allied health programs at UW-Milwaukee and UW-
La Crosse which was requested by the UW System in its 1997-99 biennial budget request, but
was not included in SB 77. Over the biennium, this motion would provide additional funding
of $1,460,900 GPR and $786,900 PR from tuition revenues. Based on the UW’s budget request,
of the total, $1,078,500 would be allocated to La Crosse to expand an existing physical therapy
program ($597,400) and to establish an occupational therapy program ($481,100). The remaining
$1,169,300 would be allocated to Milwaukee to expand an existing program in occupational
therapy ($383,100) and to establish a physical therapy program ($786,200). The funds would be
used for salaries and fringe benefits for 27.0 FTE faculty and support staff. No positions would
be provided, because the campuses would reallocate position authority from existing vacancies.

[Change to Bill: $1,460,900 GPR and $786,900 PR ]
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Representative Gard

UNIVERSITY OF WISCONSIN SYSTEM

UW System K-12 Technology Initiatives

Motion:

Move to provide an additional $158,300 GPR and $85,200 PR in 1997-98 and $644,800
GPR and $347,200 PR in 1998-99 for K-12 teacher professional development and schools of
education curricula development.

Note:

Under SB 77, the UW System would receive $1,248,000 GPR and $752,000 PR, or a total
of $2.0 million, in 1997-99 for K-12 teacher professional development and schools of education
curricula development.

This motion would provide an additional $803,100 GPR and $432,400 PR, or a total of
$1,235,500, in 1997-99 for this purpose. Total funding for K-12 teacher professional
development and schools of education curricula development would be $3,235,500 over the
biennium.

[Change to Bill: $803,100 GPR, $432,400 PR]
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Senator Jauch

UNIVERSITY OF WISCONSIN SYSTEM/PUBLIC SERVICE COMMISSION

BadgerNet Access for River Falls, Stout, Superior and Whitewater from the USF
and Recovery of USF Assessments
to Support UW BadgerNet Access from Certain Rates

Motion:

Move to create a segregated appropriation in the UW System for funds from the universal
service fund (USF) in the Public Service Commission (PSC) and provide $1,008,000 SEG in
1997-98 and $864,000 SEG in 1998-99 to provide BadgerNet access for UW-River Falls, UW-
Stout, UW-Superior and UW-Whitewater in a manner equivalent to the access funded for the
other nine four-year campuses. Specify that the purposes of the USF would be amended to allow
for the use of the fund for this purpose. Specify that this funding would be placed in the
Committee’s appropriation for release at the time the UW and DOA submit a joint report.

Include statutory language stipulating that a telecommunications utility may fully recover
its share of assessment costs for USF expenditures that support BadgerNet access for the UW
System through adjustments applied only to basic local exchange service rates. Provide that the
recovery of such costs may be effected by the telecommunications utility notwithstanding any
other rate adjustment provisions under Chapter 196 of the statutes affecting telecommunications
utilities. Further, direct that the PSC report to the Joint Committee on Finance in each fiscal year
of the 1997-99 biennium the amounts required to be assessed against each telecommunications
utility subject to these cost recovery provisions for the purpose of funding the educational
telecommunications access program. Finally, specify that these reports would have to be
submitted no later than 90 days after establishing the USF assessments in each fiscal year for the
purpose of funding BadgerNet access for the UW System.

Note:

BadgerNet, the state’s new telecommunications network that will transport voice, data,
video and eventually broadcast formats, will consist of an OC-3 synchronous network (SONET)
ring with connections to the OC-3 ring and shared asynchronous transfer modes (ATM) points
of presence at nine of the thirteen four-year UW campuses including, Madison, Milwaukee,
Parkside, Oshkosh, Green Bay, Stevens Point, Eau Claire, La Crosse and Platteville. DOA will
contract with various telecommunications vendors to provide the SONET backbone, network
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management, long distance voice services, data transport, broadcast interconnect and access to
the network. Currently, only the contract for the SONET ring has been finalized.

SB 77 would provide UW with $530,000 PR from tuition and $1,470,000 GPR annually
to establish BadgerNet nodes at the nine campuses, DS-3 connections at the four other four-year
campuses and T-1 connections for each of the 13 two-year centers, as well as telecommunications
service fees for the System that would be paid to DOA.

The cost recovery part of this motion would apply to telecommunications utilities (such as
Ameritech and GTE North, which generally provide local exchange service) and would not apply
to telecommunications carriers (such as AT&T Communications of Wisconsin, MCI and Sprint,
which generally furnish telecommunications services within the state to the public but do not

provide basic local exchange service).

Currently, certain large telecommunications utilities that have elected to become price-
regulated telecommunications are subject to a rate freeze for three years and thereafter are subject
to statutory caps on the amounts by which they may adjust their rates. Other telecommunications
utilities that do not elect to become price-regulated may adjust their rates pursuant to a formal
or expedited rate review by the PSC (depending on the size of the telecommunications utility and
the magnitude of the proposed increase).

Under current law, any assessments to support the additional costs of the educational
telecommunications access program would have to be accommodated within the frozen or capped
rate structure for price-regulated utilities or would have to be recovered through a rate adjustment
for utilities that are not subject to price regulation. '

The second part of this motion would allow the automatic "pass-through” of the USF
assessment costs for the educational telecommunications access program, notwithstanding the
current law rate freeze or rate increase caps for price-regulated telecommunications utilities or
the rate increase procedures required for telecommunications utilities that are not price-regulated.

Under the motion, the "pass-through” amounts would be applied solely to basic local
exchange rates. These costs could not be passed on to intraLATA long-distance rates. Current
law prohibits telecommunications utilities from establishing a surcharge on customers’ bills to
collect from customers the assessments required for the Universal Service Fund. This provision

would not be affected by the motion.

This motion would provide $1,872,000 SEG annually in order to provide BadgerNet access
for UW-River Falls, UW-Stout, UW-Superior and UW-Whitewater in a manner equivalent to the

access funded for the other nine four-
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